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® How much does the state
pay out annually for legal
settlements and judgments?

No one knows.
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FINDINGS

. The state’s total general liability - the amount spent on legianjents and settlements, not
including attorney costs - remains unknown more than four years after the need for such
information was identified by an outside risk management consultant retained by the state.

. State agencies are using operation budgets to pay for settlements and judgments — a policy
instituted in 1990 and intended to reduce the number of claims against the state.

Agencies are not required to report payments for settlements and judgments.
There is no centralized collection point for the tracking of payments.

Most individual agency departments do not maintain information on settlements and
judgments.

The amount of operational funds spent annually by the Department of Corrections for legal
claims and settlements has more than doubled since 1993 — fromilérdto $11.4million.

The state has no record of the increase or decrease in the use of operating for legal judgments
and settlements.

POLICY QUESTIONS

. To what extent are state agencies using operational budgets to pay legal judgments and
settlements, and does this affect their ability to provide services to the public?

. How can we determine if the “incentive” of having agencies pay their own judgments and
settlements has reduced the number of claims if there is no requirement to track payments
made for judgements and settlements?

Has the policy of agency autonomy with respect to legal claims actually increased the
likelihood of agency wrongdoing?



EXECUTIVE SUMMARY

Since 1990, it has been state policy to allow agencies to pay judgments and settlements with funds

from their current year operational budgets as much as feasible. Prior to 1990 the Legidature

reviewed settlement and judgment claims and appropriated money from the State General Fund to

make required payments. According to staff at the Department of Finance, the Attorney
General's Office, and the Legislature, this policy change was intended to encourage state agencies
to reduce and preveturt liability claims' since agencies would now be required to cover those
costs out of existing agency funddowever, the Department of Finance shifted responsibility for
payment to the affected agencies but did not require a centralized reporting of these payments.

Since agencies are not required to report payments, the total cost of judgments and settlements
paid out by the state annually is nearly impossible to determine or review. Information on the
number, type and cost of suits against the state must be collected on an individual agency-by-
agency basis. There is no centralized collection point for this information and the degree to which
individual departments track this data varies widely. Many departments report they have no
computerized tracking system and that they rely on paper-based case files for this information.
Most departments do not maintain judgment and settlement information.

In 1993, an independent risk management consultant performed an audit review in what became
an unsuccessful effort to determine the total cost of claims against the state. State risk managers
say “track records” would help the state reduce and control its liability costs. For example, the
Department of Corrections spent $hilion dollars from its operationaluolget in FY 96/97 to

pay off judgments and settlements. In fact, since 1993, the Department of Corrections has spent
more than $35nillion dollars of its agency operational funds to settle lawsuits and pay off court
ordered judgements.

Although the Legislature makes a separate annual budget appropriation for payment of claims,
settlements, and judgments against the state, this amount does not reflect the total cost of the
state’s actual payouts since agencies are using “other funding sources” to pay their legal liabilities.
This policy of allowing legal liability payments to go unreported prohibits both the Legislature and
taxpayers from knowing amount of costs incurred for claims and settlements, which agencies are
paying out the most, and the most common types of lawsuits or settlements.

! Tort liability claim: awrongful act, other than breach of contract, for which an injured party is seeking damages.



THE TORT LIABILITY CLAIMSPAYMENT PROCESSIN STATE GOVERNMENT
Filinga Claim

Under current law, before a lawsuit may be brought against the state, most claims must be filed

with the state Board of Control (BOC) Government Claims program. The Government Claims
program primarily administers two types of claims. equity claims (no law has been broken, but the

State may have damaged an individual and makes payment “in equity”), and tort liability claims (a
law may have been broken). Approximately five percent of the BOC's staff and budget are
allocated to the Government Claims Program; the rest of the BOC's efforts are directed towards
administration of the Victims of Crime program.

After a tort claim is denied by the Board of Control, a claimant may sue the state directly. The
Board routinely denies claims that raise complex matters of fact and law and/or are more than
$50,000. In FY 95/96 the Board rejected 5,494 claims and approved 1,144 for a total payout of
$6,996,078.

Some claims are not required to be presented to the Board of Control. Tort claims against the
Department of Transportation (DOT) may be filed with either the BOC or DOT. Tort claims
against the University of California are not administered by the BOC and do not follow the
process outlined herein. Federal civil rights cases, state employee Worker's Compensation cases,
and inverse condemnation lawsuits all may be filed originally in court. Special administrative
proceedings are used for public works arbitration cases, California State University grievances,
and complaints before the Fair Employment and Housing Board.

Payment of Claims

In August of 1990, the Department of Finance issued a policy memorandum that changed the
judgement and settlement payment process (Appendix A). Prior to this time payments were
authorized by the Legislature and paid from the State General Fund. The memorandum outlined
the new requirement that agencies “...make payment of claims from within existing budgeted

resources before seeking payment...” from the Legislature.

The new policy was intended to streamline the payment process and provide an incentive for
agencies to reduce the number and amount of claims stemming from legal actions against the
state. One of the unintended consequences of the new Department of Finance policy is that the
Legislature does not, nor does any other single state agency, track the number, cost and type of
payments made by the state.

There are numerous ways tort claims are paid. They may be paid directly from an agency’s
budget; they may be paid from a special fund such as Budget Item #9670 which the Legislature
specifically appropriates each year to cover claims; or the Legislature may approve special funding
legislation when the claim amount is substantial and cannot be covered through an existing fund.



Under the current process, the Department of Finance (DOF) serves in two capacities in the
settlements and judgments payment process. First, for judgments and settlements of less than
$35,000, the DOF certifies that funds are available either from the agency’'s budget or a special
fund. Second, the DOF reviews and must approve payments for amounts more than $35,000.

The Legislaturemay approve special legislation to pay for tort claims which are more than
$70,000, and which the affected agency is unable to pay out of its existing budget. The
Legislature also annually appropriates $1.2 million to the Attorney GenendbéB Act Item

#9670) to pay for settlements and judgments. These funds are used by the Attorney General to
pay settlements and judgments that are normally less than $35,000 and which the affected state
agency is unable to cover with existing funds.

Upon certification and/or approval from the DOF, the State Controller processes claim schedules
and issues payments from the appropriate fund to pay settlements and judgments against the
State.

BUDGET ACT ITEM #9670

Each year the Legislature appropriates funds to Budget Act Item #9670 to pay judgments and
claims against the state. The amount of this item is put forth each year in the Governor’'s
proposed budget and, in outlining Budget Act Item #9670, the Governor’s Budget states,

“To provide a comprehensive statement of statewide costs for the tort
program, the format below includes a statewide display of tort-related
expenditures.”

However, the amount of Budget Item #9670 has not changed significantly from year to year --
running between $70-$#4illion -- and,according to the DOF, of the total expenditures reported

in Budget Item #9670 for FY 95/96, no payments from agency appropriations were included.
Anecdotal evidence such as the $illion dollars spent from the Department of Corrections
budget appropriation suggests that the annual amount of Budget Act Item #9670 significantly
underestimates the state’s total costs for tort liability.

Following is a breakdown of the ways in which judgments and settlements for titity liddims
against state agencies are paid. Staff with the Attorney General's Office and DOF report that the
general practice is to seek special funding from the Legislature for claims of more than $1 million.



Amount of Claim Source of Funds

Less than $35,000 Agency’s budget or Budget Act Item 9670 |(if
an AG client agency)
$35,000-$70,000 Agency’s budget, or Budget Item 9670 |(for

small agencies or in cases where no agency
budget funds are available)

More than $70,000 Special legislation if agency does not have
funds available from its' budget appropriation

The cost of attorneys’ fees, both Attorney General counsel and private contract counsel, is not
included in the cost of claims. When an agency uses outside contract counsel, the costs are
frequently also paid out of operational budgets, as are the settlements and judgments. In FY
96/97, the state contracted out for approximately$ifion in private legal services.

As much as possiblehe Department of Justice, under the direction of the Attorney General
(AG), represents most state agencies in litigation. In FY 95/96, the AG employed 741 attorneys at
a cost of $109milion dollars to represent state agencies in civil, criminal and public rights
litigation. Additionally, individual agencies statewide employed 840 civil service attorneys to
provide legal services on administrative and programmatic matters.

SAMPLE DATA FROM TWO AGENCIES

In FY 1996/97, the Department of Correctispent more than $221&illion on judgments and
settlements, including $11million from its operational idget. These funds were not included in
the Governor’s Budget as a separate item to pay for toiityiataims and were not approved by
the Legislature or otherwise subject to any public review on behalf of California taxpayers.

Since 1993, Corrections has spent more thann§ilibn dollars of its operatinguziget to settle
lawsuits and pay off court-ordered judgments. Information provided by Corrections shows the
increases over the last four fiscal years: $5.9 million in FY’93-94; $8.3 million in FY’94-95; $9.7
million in FY’95-96 and$11.4million in FY’96-97.

Payments for all of the tort claims incurred by Corrections are actually much higher when the
special funding appropriations and payments from the Attorney General's Tort Liability Fund are
taken into account. Additionally, these figures do not include the Department’s cost for
attorneys’ fees. For example, in FY 95/96 Corrections spent a $illa® on outside counsel in
addition to funds spent on legal representation by the State Attorney General.

The large sums of money spent by the Department of Corrections on legal judgments and
settlements prompted the Joint Legislative Budgetm@itee to require the Department to
provide a detailed accounting of expenditures to timengittee by July 1, 1998

2 Supplemental Report of the 1997 Budget Act, 1997-98 Fiscal Y ear; page 49.



The Department of Transportation (DOT) handles its own litigation. Funding for tort payments

are included in the DOT budget as a separate line item and reported in the Governor’'s Budget
under item # 9670. The DOT reports that when judgements and settlements exceed the funding it
has specifically set aside for this purpose, payments are made out of other DOT resources. For
fiscal years 93-96, the DOT Tort Fund was budgeted at $8illicn. DOT reports that:

“Because of a consistent pattern for 5 years of over spending the
“tort fund,” it was augmented by $3.8 million in th®96/97 fiscal
year....”

Task Force staff has been unable to determine the amount of funds actually expended from DOT’s
operational budget to pay for judgments and settlements after the i$ilflib® allocation was
exceeded.

OFFICE OF RISK AND INSURANCE MANAGEMENT
Background

The risk manager is responsible for the identification and mitigation of potential losses resulting
from various risks. In other states and in the private sector, risk managers determine where losses
might occur and find appropriate mechanisms to eliminate or keep losses at manageable levels.
Risk managers use a variety of techniques to reduce or eliminate losses including eliminating the
risk, insuring against a potential risk, and transferring the liability for the risk to another party.

In the private sector, the chief financial officer and/or chief legal counsel often perform the risk
manager’s role, or the risk manager may report directly to them. In this capacity the risk manager
is a high level member of the corporate management team. In California state government, the risk
manager’s role is more narrowly defined and his or her influence limited drastically in comparison.

In California, the Office of Risk and Insurance Management (ORIM) is a unit within the
Department of General Services (DGS). Originally the Insurance Office, it was located within the
Department of Finance and its primary function was to purchase insurance policies for the state.
In 1963 when the DGS was createithe Insurance Office was relocated from the Department of
Finance to the DGS. In 1968 the Insurance Office began to offer risk management services,
including administering the state’s employee driver training program. Over the years the office has
been assigned, for various periods of time, the administration of a variety of programs, including,
the State Compensation Insurance Fund, the State Employee Deferred Compensation Plan and the
State Fairs.

% qatutes of 1963, Chapter 1786.



The Insurance Office was renamed the Office of Risk and Insurance Management (ORIM) to
more accurately reflect the expanded responsibilities of the office and differentiate it from the
Department of Insurance. ORIM’s mission statement is:

To create a partnership between the Office of Risk and Insurance Management
and its clients and to act as a resource for quality risk management services to
Sate agencies and other clients. On a consistent basis, ORIM shall provide
continually improving services in a responsive and knowedgeable manner which
results in a high degree of customer satisfaction.

The Role of the State’s Risk Manager

California’s Risk Manager is Ralph Maurer who has been with ORIM since 1975. When Maurer
became Chief of ORIM in 1989, he initiated two audits of the office: an internal audit by the DGS
focusing on the operating procedures of the office; and an external audit of the risk management
activities of ORIM.

In April of 1993, an independent risk management consultant completed the external audit. The
audit made numerous recommendations for the improvement of the state’s risk management
activities and the performance of the ORIM. The review specifically noted that ORIM should
obtain statistics on the state’s general liability, including the nature and causes of losses. Mr.
Maurer reports that during the course of this audit he was asked by the auditors what the state’s
general liability was. He replied that he did not know. The auditor reportedly responded “Well,
you should, you're the state’s risk manager...”

The audit also recommended that ORIM develop measures to help eliminate, reduce and control
losses. Finally, the audit recommended that the administration of general liability in the state be
reviewed. Subsequently, ORIM responded to these risk management recommendations by
contracting with the same consultant to provide a detailed tort liability review. This review was
completed August 26, 1986 The consultant concluded:

1. The state’s current system for handling tort claims is complicated and probably is confusing
to persons not familiar with the process.

2. ltis extremely difficult, although probably not impossible, to determine the total amount that
the state pays for tort liability claims because there is no central data-collection or reporting
point.

3. There are no statewide formalized processes for relating incidents and/or claims to the
state’s safety efforts.

The basic functions of risk management require quantifiable information regarding potential

losses. Essential data about the nature of the state’s liability are unknown, unreported or generally
unavailable to the Risk Manager, the public or the Legislature meetings with the Risk
Manager and his staff, Mr. Maurer commented that if he were employed in the private sector he

* Warren, McVeigh & Griffen, Sate of California, Office of Risk Management, Tort Liability Review (Newport
Beach, August 26, 1996)



would likely be fired for his inability to provide such fundamental information about the state’s
general liability.

“How can | do my job if | don’'t know where the risks are?” asked Mr. Maurer. “The tort liability
process is desperately in need of review, it needs to be more proactive,” he added

ATTEMPTSTO CONTROL LIABILITY COSTS

The most recent effort to determine the state’s generiityigincluding its tort liability, occurred

with the March 1997 formation of the Risk Management Advisorgn@ittee (RMAC). The

main charge of the committee is to “...assist the Office of Risk and Insurance Management
(ORIM) and the Board of Control in restructuring our risk management program and controlling
the costs of tort liability claims and property losses.” (Appendix B) The Department of General
Services, ORIM and the BOC are further responsible for establishing a statewide database to
provide RMAC with needed information and analysis. The committee is under the leadership of
Anne Sheehan, Undersecretary of the State and Consumer Services Agency. The Governor
requested that the committee include representatives of:

Attorney General's Office
Department of Finance

Governor’s Insurance Advisor

Board of Control

Department of General Services
Insurance Commissioner’s Office
Department of Personnel Administration
One of the State’s Insurance Brokers
Department of Transportation

10 Department of Corrections

11. California State University System
12. State Treasurer’s Office

©o~NoTaMWNE

The RMAC staff and Task Force staff were concurrently and independently attempting to gather
comprehensive information on the state’s general liability. Both entities have effectively given up
determining the actual amount. It has been one year since the formation of RMAC and, in a
recent conversation with RMAC staff, the Task Force was informed that the focus of its efforts
has been redirected from determining the state’s liability costs to determining what information
can be gathered in the future for a centralized management information system. The goal is for
managers to use this system to implement “loss prevention policies” in order to reduce liability
costs, and develop “training classes” in areas where “losses” are most prevalent. At this writing,
no target date has been set for the program to be in place.

®12-11-97



CONCLUSION

The policy of state agencies using operational funds to pay legal judgments and settlements
without reporting requirements prevents both the Administration and the Legislature from fully
understanding the impact that these expenditures have on operating budgets as well as the factors
which led to these legal liabilities. To effectively control the amount of tax money spent on tort
liability suits, the Office of Risk Management should be provided the tools and ability to reduce
the state’s liability and costs for these claims, and the Legislature should resume its oversight role.

RECOMMENDATIONS

1. Centralize the payment of all tort liability costs by establishing a single revolving fund and
requiring agencies to reimburse the fund from their budget appropriation. Agencies would
seek a waiver from the Legislature if they did not have the funds available to pay. This would
provide an ongoing tracking record of actual payments and provide information on which
agencies have the most frequent claims and pay out the most.

2. The State Auditor, Legislative Analyst or Department of Finance should be requested to
determine the extent to which state agencies use operational funds to pay the costs of
judgments and settlements.

3. Require each agency to provide the appropriate budget raofittee an estimate of the FY
96/97 and 97/98 payments made from operational budgets for claims and settlements. This
will provide the Bidget Canmittee the ability to make a moaecurate determination of the
amount of money that should be appropriated for FY 98/99.



Appendix A
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211 Bgency Secretaries
Dopartmental Directors
epartmental Chief Counzel]

Deprrtment of Finanee

- Settlemtrts Process

In order to fac{litite the Department of Finance's review gf sett]ements
proposed by your agency, department, board, bureau or commission, we are
reguesting that the attached infermation accompany 217 settlement reguests
for 335,000 ar over whether & certification of availability of fungs is
requested or some gther payment mechanism is proposed. Counsel should work
with the Attorney General's Office with regard io any settlemsnts under
335,000 preposed for payment from the tgrt {tem {Jtem 8190).

We zre asking that you pass this information on %o all atiornays who handle
cases which may result in z money sektlsment needing approval by the

Dapartment of Finance. Sinte thic {nformation should be readily accessible
1o the attorney authorized to represent the State in jts T=gal defense, the
Jepartment of Finance wpuld mxpect & minioal workioad irepact on legal staff.

This ts the first step towards standardizing and streamlining the settlement
payments prossas both internatly in the Department of Fimance and statewide.
Your assisiance in forwarding this inforeation to the appropriate degal
staff, both in-house end outside counsel, 45 greatly appreciated.

If you have any¥ guestijens regarding the policy or procedures stated in this
memorandum, please call Linda Frick, Deputy Oirector of Finamce, at
435-8582. If you have any 'generzl questiont regarding this memavandum,
pleasa call Carpl R. Baker, Principal Program Budget Analyst, al 445.8313.

g7 o8
JESSE R. HUFF
Directar &f Finance

11
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ATTACHMENT 2
SETTLEMENTS PROCESS

The reguasted information it as follows:

Synopsis of the case: Erief, exscutive summary of facts, prayer,
recommended factual settlement amount:

Statement of facts: Discossion of relevant facts including both controverted
and uncontroverted factugl issues;

Statement pf damages: 3Set forth the damages sought for by plaintiff along
with an explanation;

Statemgnt of law: Set forth the basic tegal theories om which the State’s
THabifity s asserted;

Procedural status: Brief summary of the procedural status of the case as of
the date of the settlement memprzndum;

Assessment of fagts/evidence: Deputy Attorney General”s analysis of haw the
facts are Tikely to develep at trial and be viewed by 1 jydge or jury {e.g.,
sirength and wezkness of witnesses): an estimate of the State®s chances of
winning or lasing in the suit;

Assgssment of damages: Deprty Attorney Generat's analysis of probable ameunt
of recovery by the plaintiff, pursuant to a court werdict, including a
detalted explanation oFf how the amount is computed, together with an
eapianation of the State's evidence relating to damages and a brief
discussion of the extent to whick there is good case law on determining the
amount of swch damages:

fezessment of Taw: Deputy Attorney Gemeral®s wiew of the State’s liability
intluding a discussion of defense theordes; precedent satting potential of
the suit:

Statement of ac 5 taken to mitigate subseguent gccurrences: Explanation

of what staps the affected department has taken {a copy of any report filed
pursuant to Bovernment Code Section 965.65 would suffice) or what advice the
Attorney General's OFfice may have given the client agency to avoid or
mitigate subsequent occyrrences of similar tort actions;

statement of costs: Detailed explanation as to what the settlement affer
represgnted [e.g., compensatory damages, attorney fees and costs, struciured
seitlemant, ets.) and whether the settiement offer represents all costs
associated with the case {including atforney fees and costs):
tdentificationfexplanation of the interest toc be assessed un the settlement
and how the interest was caleylated;

statement of attorney cests: {Hscussion of whether the attorney feos and
costs included in the settiement ars suhject to the Section 5.00 of the
Budget Act, er are payabie pursuant to federal or other 5tate statutes {the
appticable statutes shouid be identified):

Letter of coencurrence: A copy of a letter wigned by the involved STate
department’s diroctor pr designes concurring with the Atterney General’s
Office recommendation should aceempany the request for seitlement;
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Copy of draft release: A copy of the draft release which will e signed by
the plaintiff should accompany the request for settlement: the draft release
should describe the conditions of release from Tiability. Consistent with
Provisien 5 of Item 9670, setiiements should encompass all aspects of 2 case,
including atterney fees and court costs and reference any relaisd judgments.
Settiements shoutd result in = full release of the State Fram further
Tiability,

Pepariment rpntact: Consistent with the Administration’s policy, as
refiected in Budget Act language in It=m 9670, tu the sxtent possible,
affected agencias or departmenis are to mzke payment of claims from within
existing budgeted resources before seeking payment {rom Budget Act Item 9670.
Therefore, as a part of the regquest for sebtlamant, the appropriate
department designee who can discuss the fiscal options for payment of &
iettlement shuu?d be identified.
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A1l Agency Secrataries
Deparitmental Directers
Bepartmant Chist Coungal

Department of Finance

Judgments Process

The purpose of this memorandum 13 to clarify the state’s polictes regarding
the payment of Judgments, and te sss5i3t ttate agencies, departments, boards,
buregus and commissions in delermining the most appropriate financidl options
for making such payment ¥ Judgpnnt! may result in monetary payments, program
changes rasuliing in the need for funding, and federal levies against state
accounts.¥ The Department of Finance must be invalved in the davalopment af
pument options on Jud?nents whith may have & financial impact on state
gevernment, particularly dn & climate of Vimited avafilable stite resources.

fintifv gnd Copsylt

It 13 the responsibilily of the affected state apency or depariment to natify
the Department ef Finance 4n a timely manner of cases which have tha
potentizl of resulting in significant costs te the state, and to work with
the Department of Finance tc thooks the most appropriate funding option for
the potential Judgment. This wil) aT1ow sufficient time 30 that eptions swch
&5 secking periodic pryments on Judgments porcuant to Eovernmest Code .
Section 584 or the feaxibility of a state igpnai can be ¢onsidered and
Cepariment of Finance input £an be taken tnto account.

For purposes af paying judgments sgainst the state, it {» the policy of the
Adwinistration that the payor of first resort 1s the affected state sgency or
department from within their existing budgeted respurces. Onee the
Department of Finance hat determined that optiom 45 fnadvisable, the
following funding vptieons can be considered:

5 Payment from Ttem B150 (for fudgments {n tert eases up to 570,000 only):
e The Board of Contrel s conlbus claizs Bit1s {(For Judznents in where the
Attorney Ewnerel] iz not the attorney of record);
] E?g settlement/Judgeents bills coordinated by the Attorney Beneral’s
1cey .
e Special legizTatlon: or
¢ The "deficiency” process pursuant to Section 27.00 of tha Budget Act.
¥This wemorandut 1% not intendad to affect any special claims pryment
grucedure: having & unique statutery basis, such as the motor vehicle
{ability claies process handled by the Office of Insurance and Risk
Management: the CalTrans or University of Califoraie claios proces:es; or
tlaims provedures for state court swarded attormey Teas pursuvant to Ttem 5819
of the Budget Act a% outlined in Budyet Letter 50-09.

*Tonsent decrees are not inftially considered judgments for pavment purposes
but are covered by the settiement and attormey fees meworandyms.,

14
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In prder to Tacilitate the Departwent of Finance’s veview of the Paymint of
Judgments, we are raquesting that, upon antry of the Judgment and Before the
time has run 4o File &n appeal, the appropriate Dapariment of Finance analyst
be provided with the fnformatien described fn ATTACHMERT I of this memorandum

regardless of whether pyyment is proposed through the eertification of
evailability of funds process or some other payment mechanism g=scribed in
this merorandum. Departments should request this informaticn From all

attorneys who handle cases which may resylt in significant costs to the state

whether az 1 monetary judgment or & program chirge. Since this infermation
should be readily accessitle to the attorney authorized to reprazent the

state 1n 12 legal defense, the Dspartment of Finance would #xpect 4 minimal

workload fzpact on Yegal staff,

In additien, the fallowing are fiscal pelicy dirgctives to affected staite
agenzies and departeents regarding specific types of Judgments:

nt r

cnﬁstnt decrees should be viwwed 45 resulting from settlements tubjact 1o the

previsions of Government Code Section S48. Affected stgte agencime and
departments mre reminded that, pursuant to Government Code Section §iB,

affectad state agencies or departments are required to gat appraval from the

Cepariment of Finance grier to settling the case. S$imilarly, Secticn 27.00
of the Budget Act and general budgeting policy Fequire that
settloments/consent decrees which require program changes which then result
tn the nerd for fumding iane-ti:& or eagoing) throwgh & current year
geficiency or a request for future year funding Ee.n., Budget change
proposal} require approvat from the Depariment of Finance prior fo settling
the case. Under no circumitances should & stats agency or depariment xgree
to any such setilement which then results in = consent decree witheut First
seeking approval from the Department of Financa. For cases Taading to
conzent decraex, affected giate agenctfes and departments should follow the
fnstructions regarding payment of settlements at described fn 3 memorandum
dated August 2, 1990 from the Dapartment oF Finance to all state agency
secrelaries, departmenta]l director: znd chief counsels.

Esdura) Levies Acaipst State Bank Azcounts

To the extent possible, the affacted stete agercy or department should work
with the Departwent of Finance wel) 1n sdvance of the final Judgment to
address other funding cptions fn order to aveid levies agatnzt state fund
reierves, In thase sitgatfons where » Federal court 13 1ikely to 1ssue 3
“writ ef sxecution™ to enforce & Judgment against the state, affected state
agencies and gepyrtments and their Jegal ecounsel ars resinded that
censiderat fen witl be given h{ the Cepartment of Finance to adjust the
a:fnctﬁdn:nt!ty’: budget sheytd the "writ of execution® vesult 4n a levy of
atate funds,

Judgments Proposed For Pavment from Budoet Act Ttem B190

At 15 diseretion, the Department of Finance has delegeted its authoriiy o
the ltturnez General's Offica to pay from Item 8190 of the Budget Act
Judgments that are under $35,000. Contistent with the general policies
described $n thiz memorandum, affected state dgency snd fepartwent dydgeted

respurees are tonsfdered to be the payor af first resort for the paymeat of
such judgments. Therefore, as & part of {15 delegated authority from the

-Dapartzent of Finance, the Atiorney Generzl’s Office wiTl work with affected

FRX NC. 8183270225 F. 05
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state agenciss and departments to ensurs thit the policies regarding payment
of suth Judgments outlined in this msmorandum are followsd. Additionally,

settTamentz which are proposed for payment from Item BI9D of the Budget Ast
are alsoa subject to the sime paymant palicies daseribed tn this memorandyn.

Conctusion

To the extent the policles outtined in this mncrandur are wot FolTowed,
consideration may be given by the Departmant of Finince Lo make any nECEssATY
adjustmunts to current or future stats agency or deparimental budgets to
cover the payment of judgments from within the affectes state agency or
gepartmenta] budgeted resources fn prder to winiolze or megate the effects on
the reserves of the Gensral Fund or other state Tunds. :

This 15 cne of the zevera? staps being taken towards standardizing and
streamlining the judgments paypents process both #hiernally in the Department
of Finance and statewide. Your assictance in forwarding this {nformition to
the Ip??ﬂp;ilt! legal staff, both in-house and outsice ecunse?, s greatly
Ipprecizted. .

¥ you have eny questions regarding the polfey or procedures stated in this
memorandia, please call Lisdi Frick, Daputy Director of Finance, 3t
#45-B582, If you have any general ettt ions r!gArding this memorandum,
please all Terrie Tatosian, Principa] Pregram Budget Analyst, at 445.5332.

Origiag 1m" ’
JESE? R.. mh

C‘;. JESSE R, #UFF
Birector of Fipance

Attachment
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JUDGHMENTS/FEDFRAL |LEVIES
The raquested inforzition 1s as follows:
gynopsis pf the cass: Brief, executive summary of facts describing the

Juogment

atafement of facts: Discussion of relevant facts fnciuding both contraverted
and urcentroverted factual $ssuss:

t En amasps;  Set forth the damages and other costs awarded against
the state, including any antscipated program cost.iopacts or payments to
courts (one-time or engoing} required by the Judgment;

ELals?ggi,nI_liui Se% forth the basiz lagal theories on which the state’s
Tisbility 15 mtzerted;

Procedural statys; Srief summary of the procedura) status of the caze as of
the dite of the judgment with particular ecphisis on the feasibility of the
state’s appeal sptions, 1f any;

B on n 111 segLren urrences: Explanation
of what steps the affecied department has taken {a copy of any report filed
pursuant to Government Code Sectign §55.63 would suffice) er what advice the
Atiorney General’s Office may have given the client agency to avoid ar
mitigate subsequent prcurrentes of Similar tort actions;

SJ.LLﬂe.BI_D{JMﬂ Detaiied wxplanation 43 to: a) what the judgment
reprasents (e.p., generd] damages, compansatory damages, court damages,
atc.}; B) whether the judgment represents all tosts 2ssociated with the cass;

and ¢} 1dentificatien/ explanstion af the fnterest to be assessed on the
Judgrent and how the interest was calevlated; i

tatemont & : Diszussion of whether the attorney fees will be
paid on contingenty from the judgmnent amount or from & different source, and
whether payment of those faes wil? be handled separately. Discussicn of
whether the attornay faes are subject to Section 5.00 of the Budget Act
{specify which federal or pthar stats statutes that are the basis pf the
wwird of attorney fees). For attornay fess being handled IE?I'I"H.H}' from the
Judgment, the pffected state a nnc{ or department, or counse! vepressniing
that entity, should refer to the claims procedures for attorney fee awards in
Budget Letter 90-09 and 1n o pemcrandur which will te be fortheoming shortly;

men ntagt: As stited in the cover memorandum, to the extent
possible, affected agencies or departsents are to make payzent of elTaims from
within existing budgeted rescurces before sesking payment fror Budget Act
Itexm 3180 {for judgments s torl cases} or from the tther options 1n which
payment {c made from state fund vessrves. Therefore, as a part of the
vequest for pryment, the appropriate deg:rtment fesignee who can discuss the
fiscal options for payment of a judgment should be identified. _

Lt
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CGOVERNDR'E OFFICE

MEMDRANDUM

Povi-li™ brard Lag Srnamifial rmame o1 [hnmu ’ a '

" Relphasan. o ondle ]
Tk Coositubasa] Cificers v ORI Frava § i
Dorare Dirocas AR S [ —

FROM:  BenjaminA. H.AMM’
Cabimal Bpstuthry

DATE: March 1D, 1557

BUBJECT:  Ritk Mxndgermimt Advisory Cotmmitise (RMAC)

O bekdf of the Qovernor, the Administration wiil farm & Risk Managemett
Advisery Comomuties under tha laderthip of Anns Shsbmn, Undersecretary of thy Suec
wod Comeurner Bervices Agency. This advisory cammittee will wsif tha Office of Rigk
and lasuranes Muragernimt (CRING o the Bownd of Comeral in repruchiring our rak
Thanagatyend progans ol conalling te coatd of 2 [lability claima end propery loases,

The M of Cafifomnin tocvally #g lenoes sigrficent oot aislyg from wit
¢lrirns and property lowwer, However, dus on Gums lossas naed) 1o e befter reported and
daveloped for Fonigoment O the AEM s Mpcmycs.  With tha spalanancy of the advisary
vomemittes, wa will design o comprehensive rldk managemant model for ideeifying and
eonTolling our sk and sacpeanres. Bince wi e egpentinlly s)f-insared, it 19 tmporuam
thar cur dspactownt dlestors boootae paes invalvad Ln mansging and protecting our male

iy nd that o provids o nound end offician Rendig e baninm far paying lagiimats
cladina, when they eoogr.

GovakHOh PETE WILION + SACRAMENTD, CaLIfoRHta SIELE ¢ (FLE) ‘45-'1T41
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Fage Twe

Tha sdwisary cammitier will proaide puidinos o eamenee 12 the
Undersceroary of the Suoe und Connemae Servions Ageasy imd the stite riak mansger io;

» Ectabilshing requinemantt for reparting of dits,

 Emahliahing premivm of athet ¢oon allocation dysans.

« Dostrmining pproprists progrind and acvernge fhr ! Srheds venplr inurence.

+ Daveloping excest bwmrunes ned rick retention pooly

» Preparing lagiaistion for mvisions i labitity propety Aoding md containmen: of
sk, cxposurey

I am requewting that the follewing ageooies paroopats s Livildry 4eounite
memhen.

» Attorney Gensral's (ffice » Departmont of Parsoonel Adminieration
~ Deparument of Finance + Ome of the stans"y, innumsee brokesrs

= Qpwrnorty [pmnes Adviser « Deparmnant of Tomepameden

+ Board of Comrwal « Dignctrownt of Coqrectiony

» Depriynert of Grane] Services + Callforais State Universty System

» Insurancs Sommisiene's Office v Stwts Treagerer'y Office

Tha Depammeyt of Jepsead Services, Offics of Biak wod Inarance Managernomr
und the Boerd of Contret will provide staff support g extablish » matewids database 1
peavide the sdvitary enmmines wis; nosdsd (nforration and analyros,

Th.mT:mimmtufWMJﬂﬂndlﬂlﬂmlmFlmlh
bocome a priority. Flease provide Wi, Shechen with 8 wprbrvel pollcy poem © [T TH 0
in thin £ffare

The Arst RMAC mroting i» sehaculed for Apeil 10, a2 10 wes. in the Lecaard
Cartor comfarance mom, o 282 47 915 Capite] Matl If you beve ooy quosthums, ploaea
cntact Paiph Mawrer of ORIM ot (916) 3225571,
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RISK MANAGEMENT ADVISORY COMMITTEE

MEMBER

ALTERNATE

Arme Sheshan, Undersecretary

State and Consumer Services Agency
F15 Capital Mall, Suite 200
Sacramento, CA 95814

Ph. (#16) 653-40%0 Fax (316) 633-1815

Lreorge Valverde, Deputy Secrelary
State and Consumer Services Agoncy
%.5 Capito] Mall, Suite 200
Secramento, CA 93814

Ph. ($16) 653-4090 Fax (916) 653-38 15
gvalverdi@scsa ca goy

Ted Boughion, Executive Director
Board of Control

530 K Streat

Sacramenio, CA 95814

Ph. {216) 123-3432 Fax (016} 327-2971

Curt Soderjund, Peputy Exetitive DTicer
Board of Contrgl

630 K. Street

Sacramento, CA 95EI14

Ph. (916) 324-6429 Fax (916 3272031

Catherine Close, Gencral Colmsel
Board of Cottrg]

630 K Straat

Sacramendo, Ca. 95814

Ph, {316 327-1998

Cindy Wallan

Board of Control

630 K Street
Spcramento, On. 95H14

Jack Smith, Deoputy Cirector
Department of General Sarvices
1325 ] Street, Suite 1900
Sacramento, CA 95814

Ph. (916} 445.3828

Ralph Maurer, Chief

Diffice of Risk and Insurance Management
Ctzpariment of General Services

1325 ) Street, Sujie 1800 D-32
Sacramento, CA 95314

Ph. (?16) 1228971 Fax (916) 327.5776
MmaUTEHZIsmip.dgs oo gov

Gary Estrads, Assistant Chief

Office of Risk and nsuranse Management
Department of General Servicas

1325 ] Street, Suire 1860

Sacramentn, Ca 95514

Ph. (916} 323-3868 Fax (916) 327-5776

Margaret Rodda, Uarry! Doke,

Seniar Assistant Atlomey Generai Supervising Depuly Ancomey General
Department of Justice Department of Tustice

1200 | Street, 17th Eloor 1300 1 Street

Smcramento, CA 95514 Sacramenta, CA 95814

Ph. {916) 324-5328

Ph. (316) 324-5374 Fax {916) 448-8201
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RISK MANAGEMENT ADVISORY COMMITTEE

MEMBER

ALTERNATE

Imng Oft, Legal Analyst

Departinent of Justics

1300 ] Srreer, 16th Floor

Sacramento, Ca. 9514

Ph. (9861 323-9415 Fax {R14) 324-5567

Lhris Waddell, Chicf Counsal
Department of Finknce

State Capirol, R, 1145

Secramento, CA 95814

Ph, {916) 3244856 Fax (21563 324-731|

Reobert Straight, Frogram Budget Manager
Department of Finance

913 L Street, 611 Floor

Sacrgmento, CA 95814

Ph. {91671 445.3274 Fax (516) 324731

Jim Ttllen, Ceputy Dircslor
Crcpartmen of Correctiona
1515 5 Strect, Suite 351 Morth
Sacrametito, CA 95814

Ph. (%16} 323-41%85

ferry Prod, Depury Director
Departiienl of Corrections
1515 5 Stroet, 31% South -
Sacraments, Ca, 95514

Nudim Khourymd, Assistant Deputy
Director

Department of Corrections

PG Box 9328873

Sacremento, Ca. $4283-004]

Fh. {916) 124-0878

Brelend Giowan, Deputy Chisf Counsal
Deparimeni of Transporiation MS-57
120N Street

Racramentn, CA 95814

Ph. (916 £54-2630 Fax [916) 654128

Ran Harrisen, Assistant Chiel Counsel
Deparimeni of Transportatiusn

1120 N Street

Sacraments, CA 95814

Fh. (216) 634-2630

Dick Weaver, Deputy Director
Project Development
Department of Transportation
1128 N Strest

Secramenta, Ca. 95814

Waady P. Girian, CIE Chief
Drpartment of Insurance

Financial Anafysis Division

300 5. Spring 5t., South Tower

Lot Angeles, Ca. 50013

Ph. (213} 346-6398 Fax (213} §97-993)

Louis Quan, [nvestment CHficer
Depantment of Insurance

300 Sauth Spring Street, §3th Floor
Los Angeles. Ca, 50013

Fh. {213} 345-6385 Fax (213} 897-8021

Don Maddy, Assistant Saie Treacurer
State Treasurer's Ofics

G5 Capital Mall, Rim. 485
Sacramenio, CA 95814

Ph. {16} 54-5913 Fax (916)654-6033

Katie Camrcll, Manager
State Treasurer

215 Capilol Mall, Rm. 280
Sacramento, A 95814
Ph. {916} 651-145]

K497
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RISK MANAGEMENT ADVISORY COMMITTEE

MEIMBER

ALTERMATE

Cherlene Minnick, Risk Manager
Califprmin State Tniversity

40 Golden Share

Long Beach, C4 S0ROZ

Ph. {562% DE5-2780 Fax (562) DE5- 2600
chariene_minpick@gm calstate.zdu

Richard K. Leffingwell

California State Universinyw

400 Golden Shore, Suite 210

Long Beach, Ca, 90740

Ph. (562) PE5-2790 Fax (362) PR5-2609
richard leffingwelligigm calstate.edu

Michag| MeGowan, bMannging Dhrector
] & H Marsh end MclLenonan, Inc.
Thres Embacadero Canter

San Franciseo, T4

Ph. (415} 393-5000

Eric Kolstad, Managing Dirccuor

T & H Marsh and WMcLennan, Inc.

Three Embercadero Center

San Francisco, Ca,

Ph. (415 393- 5000 Fax (413} 393-4814

K. William Curtis, Chief Counsel
Department of Personnel Administration
1515 § Strest, North Building Suite 404
Sacramento, Ca, B5814-7243

{5161 324-0489Fax {F16) 323471
kweurtis @amip. dph. co.gov

Jamie Meyvers

[reparoment of Personnel Administration
1513 § Sirect, Room 400

Sacramenio, Ca 95514

Ph. (%16) 322-0300

David Rey, Stalf Counsel [[]
Departmanl of Water Resourges
416 Sth Street, Rooxn 1118
Sacramenio, Ca. 95814

Th, (916 653-Th0

Doug Priesl, Exacitive Assistant
Drepariment of Watar Resaurces
1416 Ninth Strest, Room 1118
Sacramento, Ca. 35814

Ph. (8]16) 653-55681

Robert Lynch, Chisf

Land Management Division

Stale Lends Commission

100 Howe Ave,, Suite 100 Sauth
Sacramento, Ca. ?5825

Ph. (%16) 574-1816 or (916) 574-1940
Fax (916} 574-1945

MWancy Baidwin, Chief

Financial Menagemen THvision
California Yeuth Authority

4241 Williamshourgh Fr,, Suite 202
Secramento, Ca. 95823

Ph. (916} 262-1401 Fax (P16} 262-1181
yanghigitsi

Pat Qstini, Chief Counsel

California Youth Authariny

4241 Williamsbourgh Dir., Soite 201
Sacramento, Cz, 95821

Ph. (9163 262- 1465 Fax ($16) 262-1483
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RISK MANAGEMENT ADVISORY COMMITTEE

MEMEER

ALTERMNATE

Tim La Franchi, Chef Counscl
Cepartment of Parks and Recrmation
1416-Mipth Sireet, 14th Floor . Room
PO Box 42806

Sazramento, Ce. 94295-0001

Bh. [916) 653-6B84 Fax (P16} £53-181%
tiafr{dl parks. ca. gov

Denzil Yerardo, Deputy Duresiar
Department of Parks and Recteation
1416-Ninth Strect, '0h Figaor

P, {3, Box 942806

Sacramenio, Ca. $4205-3001

Ph (9061 6530528

Howard Sarasohn, Deputy Cirecior
Department of Forestry & Fire Proweciion
L4]5-Minth Street

Sa., Ca. 95814

Ph.(916)653-7700

Mary Dixon

Dcpartment of Forestry & Fire Protestion
F416-Minth Street

Sa., Ca 95H|4

Ph. {916) 653-5555

[ Toemmis T. Fenwick, Deputy Lirector
Ofice al Satewide Health Plaoning and
Deveiopment

EtR K St., Room 210

Sacremendo, Ca. 95814

Ph {916) 127-0434 Fax (916) 337-5688

Robert Kemis, Constriction

Financing Supervisor

819 K Sree1 Room 210

Sacramento, Ca. 95814

Fh (9167 323-6864 Fax (#16) 127.5688

C . "Bud™ Griffin

Warren, McVeigh and (riffin

1420} Bristal St, Narth, Suiwe 220
Mewpon Beach, Ca. 92640

Pho(714) 752-1058Fax (7141 955- 1026
HTE0. 3626 e ompuse rvenam

Stephen Wilder, Risk Manager
The Walt Disney Company
300 Sauth Bueoa Vista 5L
Burbank, Ca, 3152

Fh, (B1E) BT2-4626

P.G, McCuarthy, Chicl

Administrative Services Divisian
Caliifomnia Highway Patro)

2555 FirsLl Ave,, Eoom 170
Sacramentn, Ca, 95K 2

Ph. {16} 6577207 Fax (S16) 657-730%

Sandy Wellington, Asst. Chiel
Administretive Services Division
California Highway Patrol

2555 First Ave, Room 170
Sacramento, Cn. B581%

Ph. {2163 657-T207 Fax {916) 657-7300
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